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Summary

Dramatic changes in life expectancy, women’s
roles in the labor market, the structure of the
workforce, and pension systems have occurred
in recent decades, all influencing the well-
being of future retirees. This article uses
different sources of U.S. data to focus on the
retirement resources of women aged 55—64.
By comparing the resources for this age group
in 2004 to their counterparts in 1994 and
1984, this analysis provides some indication
of changes in the retirement preparedness of
three different cohorts of women. Our findings
indicate that notable changes have occurred
with women’s pathways into retirement that
are due to increased education and lifetime
work experience. As a consequence, there are
marked differences in potential retirement
outcomes. We find that women aged 55—64
today are better prepared in several respects
than their counterparts of the same age 10 or
20 years ago.

Introduction

As the war babies and the leading edge of the
baby boom approach retirement age, dra-
matic changes in the last half of the twentieth
century have made it difficult to discern how
people born during these eras will fare in

retirement. Not only have the resources avail-
able to current preretirees changed, but so have
the demographic characteristics of this group.
Some guidance on how the future retirees will
fare can come from comparisons with those
who came before—in effect, a foreshadowing
of what the aged will look like in the twenty-
first century.

Because of interest in changing retire-
ment risks, the Federal Interagency Forum on
Aging-Related Statistics (the Forum)' decided
to bring information together on Americans
aged 55—64 and the extent to which their
retirement resources are changing. This study
focuses on the dynamics of women’s economic
resources that comprise retirement income and
the availability of employer-provided insur-
ance against health risks at older ages. By
comparing measures of well-being for this age
group in 2004 to their counterparts in 1994
and in 1984, the article explores the prepared-
ness of the current cohort with their coun-
terparts from earlier birth cohorts at similar
stages in the life cycle. Although many pre-
retirees in 2004 were born just before the baby
boom, change indictors of well-being for this
group are suggestive for retirees in the near
term and the coming baby boom.
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The last half of the twentieth century witnessed
dramatic and fundamental changes that will influence
the coming war babies and the baby boomers in retire-
ment (Farley 1996; Henretta and O’Rand 1999; Society
of Actuaries 2006; Butrica, lams, and Smith 2003;
Goldin 2006). Fundamental shifts occurred in marital
patterns and fertility rates. Baby boomers experienced
relatively older ages of first marriage, higher divorce
rates, and multiple marriages, coupled with relatively
low fertility rates compared with their parents’ genera-
tion. Longevity increased over the period as indicated
by increasing life expectancy overall and among those
aged 65 or older. To maintain current levels of con-
sumption at older ages, an increased life expectancy
must be paid for either through increased savings,
increased pension benefits, or a delayed transition to
full retirement. Perhaps the greatest changes occurred
in women’s roles in the labor market in the 1970s and
continue today. Goldin (2006) defines this “quiet revo-
lution” as changing horizons among women to include
a lifetime of employment, shifting identities from
home and family toward economic independence,
and increasing job experience and earnings capacity.
These changes have fundamentally altered the occupa-
tions and lifetime earnings of women.

In addition to the changes in women’s roles in the
labor market, the nature of work and the employer/
employee relationship have changed greatly during
this 30-year period. The economy has shifted from
a manufacturing base toward services, and there is
greater global competition. Employer costs and liabili-
ties from traditional retirement-age support, such as
defined-benefit pensions and retiree health insurance,
have grown. Employers have responded by both shift-
ing toward defined-contribution pension plans where
the worker is more responsible for his or her financial
well-being in retirement (Munnell and Sunden 2004)
and reducing employer-provided retiree health insur-
ance (Johnson 2007). These changes have resulted in
shifting circumstances for many of the baby boomers,
particularly women, approaching retirement. In this
article, we infer about the impact of these changes by
examining, from three birth cohorts in 1984, 1994,
and 2004, the retirement resources of older women
approaching retirement age. Our findings suggest
that women aged 55—64 today are better prepared
in several respects than the same age group 10 or
20 years ago.

Methodology and Data

The method of analysis is a cross-cohort comparison
of well-being measures of three cohorts of women
aged 55—64 in 1984, 1994, and 2004, just before they
become eligible for Medicare and full Social Security
benefits. More specifically, it compares the circum-
stances of women born in the 1920s (that is, those
aged 55—64 in 1984) with the circumstances of women
born in the 1930s and in the 1940s (that is, those

aged 55-64 in 1994 and 2004, respectively). The well-
being measures include demographic characteristics,
retirement income, and retiree health insurance. We
use different data sources. The demographic charac-
teristics we consider, including educational attain-
ment, marital status, and race and Hispanic origin,
come from the Census Bureau’s Current Population
Survey (CPS).? In addition, labor force participation
rates at ages 55—61 and 62—64 are also based on an
annual total of monthly data compiled from the CPS
by the Bureau of Labor Statistics.

The World Bank (Holzman and Hinz 2005; World
Bank 1994) recommends that retirement income be
based on multiple pillars of income. In this article we
focus on the three-legged stool of retirement income—
Social Security benefits, financial wealth and assets
from personal savings, and occupational pension
participation. Social Security benefits, either through
entitlement from covered earnings or from marriage to
an entitled worker, are received by nearly 90 percent
of married couples and nonmarried persons aged 65
or older in the United States (SSA 2006b, Table 1.1).
In addition, incomes from occupational pensions
are fairly widespread and received by about half of
married couples and a third of nonmarried persons
aged 65 or older. Furthermore, about two-thirds of
married couples and half of nonmarried persons
aged 65 or older receive income from assets. Some
consider earnings from continuing work at older ages,
among those partially retired, as an additional source
of retirement income. About a third of couples and a
seventh of nonmarried persons aged 65 or older have
earnings (SSA 2006b, Table 1.1).

Social Security benefit data are taken from pub-
lished statistical tables (SSA 1986, Table 84; 1995,
Table 5.A16; 2005, Table 5.A16). Data on median net
worth, net worth excluding home equity, and pen-
sion participation during working life come from the
Health and Retirement Study (HRS)—a longitudinal
survey of older Americans, supported by the National
Institute on Aging. Insurance against health risks
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usually includes employer-based health insurance that
may continue after retirement, in addition to govern-
ment programs and individually purchased private
health insurance. Data on retiree health insurance
coverage also come from the HRS.? Because the HRS
started in 1992, the cohort comparison can only be
made over a 10-year interval.*

Results

The findings of our research and the results of this
analysis are presented in the subsections below.

Educational Attainment

Higher levels of education are associated with greater
wealth, better health, and longer life (Waite and Gal-
lagher 2000; Farley 1996). As expected, recent cohorts
of women are more educated than their earlier coun-
terparts. About 13 percent of women aged 55—64 in
2004 had less than a high school education compared
with 32 percent in 1984 (Chart 1). In 2004, one-half
(50 percent) of women aged 55—64 had at least some
college education compared with only slightly more
than a fifth (22 percent) in 1984. The percentage of
women aged 55—-64 with a college degree more than
doubled over the past 20 years from 10 percent in 1984
to 24 percent in 2004.

Marital Status

Marital status can affect many aspects of people’s
well-being including living arrangements, income,
wealth, availability of caregivers, and overall health
status. Marital status also affects access to future
retirement income from auxiliary spouse and survivor
Social Security benefits, survivor pension benefits, and
couple’s income and consumption sharing. Between
1984 and 2004, the proportion of women aged 55—64
who were married decreased slightly from 70 percent
to 67 percent (Chart 2). The proportion of women
aged 55—64 who were divorced doubled over the past
two decades from 9 percent to 18 percent, whereas
the proportion widowed declined from 17 percent to
10 percent.

Race and Hispanic Origin

Women aged 55—-64 became somewhat more diverse
with respect to race and Hispanic origin over the past
two decades. The percentage of non-Hispanic white
women decreased from about 84 percent in 1984 to
about 77 percent in 2004, and the percentage of His-
panics increased from 4 percent in 1984 to 8 percent
in 2004 (Chart 3). The percentage of non-Hispanic

black women remained relatively stable from 9 percent
to 10 percent.

Labor Force Participation Rates

Individuals are considered to be in the labor force
either if they are currently working or if they are look-
ing for a job. People who exit the labor force before
qualifying for full Social Security benefits at age 65 do
so for a variety of reasons, including being eligible to
collect reduced Social Security benefits, chronic health
problems, or loss of a job.? Continued employment
after starting to receive Social Security retirement
benefits provides an additional source of retirement
income for many of the aged.® Few return to work
after retiring from the labor force (Warner, Haywood,
and Hardy 2007). The labor force participation rates
for women both at ages 55—61 and 62—64 have seen
dramatic increases (Chart 4). Between 1984 and 2004,
labor force participation rates increased from 47 per-
cent to 62 percent for women aged 55—61 and from

29 percent to 39 percent for women aged 62—64. Stud-
ies of lifetime earnings patterns from Social Security
administrative data find that the lifetime earnings of
more recent cohorts of women markedly increased,
reflecting both an increase in earnings levels and in
overall years with earnings (Butrica, lams, and Smith
2003, 2005).

Median Income

People with lower incomes are at greater risk of hav-
ing inadequate resources for food, housing, health
care, and other needs at retirement. Median household
income for women aged 55—64 in the highest income
category increased by 16 percent between 1984 and
2004, $74,400 to $86,300, respectively (Chart 5).

In contrast, median household income of women

aged 55—64 in the lowest two groups remained stable
between 1984 and 2004.7

Median Net Worth

Net worth, which includes accumulated financial
wealth and real estate and other assets minus debts,
provides one of the pillars of retirement income.
Financial wealth, such as stocks and bonds, can pro-
vide income through interest and dividends. Wealth
holdings also can be sold to provide money for current
spending and to smooth consumption patterns in the
event of an income shock. Housing equity is a major
source of wealth for the aged, but research indicates
only a few of the aged households sell their houses
or draw down their housing equity through reverse
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Chart 1.
Educational attainment of women aged 55-64: 1984, 1994, and 2004
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SOURCE: Census Bureau, Annual Demographic Survey, 1985 and 1995; and Annual Social and Economic Supplement, 2005.

NOTE: A single question that asks for the highest grade or degree completed is now used to determine educational attainment. Before 1995,
educational attainment was measured using data on years of school completed.

Chart 2.
Marital status of the population aged 55-64, by sex: 1984, 1994, and 2004
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Chart 3.

Percentage of women aged 55-64, by race and Hispanic origin: 1984, 1994, and 2004
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SOURCE: Census Bureau, Annual Demographic Survey, 1985 and 1995; and Annual Social and Economic Supplement, 2005.

Chart 4.

Labor force participation rates of people aged 55-64, by sex and age group: 1984, 1994, and 2004
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Chart 5.

Median household income of women aged 55-64, by income category: 1984, 1994, and 2004
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SOURCE: Census Bureau, Annual Demographic Survey, 1985 and 1995; and Annual Social and Economic Supplement, 2005.
NOTE: Data for 1984 and 1994 have been inflation-adjusted with the Consumer Price Index for Urban Earners, to 2004 dollars.

Being in poverty is measured as income less than 100 percent of the poverty threshold. Low income is between 100 percent and 199 percent
of the poverty threshold. Middle income is between 200 percent and 399 percent of the poverty threshold. High income is 400 percent or
more of the poverty threshold. Poverty thresholds are available at http://www.census.gov/hhes/www/poverty/threshid.html.

mortgages (Venti and Wise 2001; Fisher and others
2007). Thus, net worth other than home equity identi-
fies the assets that are most likely to be spent first.

Median wealth increases with education level
(Chart 6). In 2004, women aged 55—64 with less than
a high school diploma had a median net worth of
$42,000; high school graduates had over double that
level ($115,000); women with some college had over
triple that level ($154,000); and college graduates
had over seven times that level ($325,000).® Between
1994 and 2004, median total net worth of women
aged 55—64 substantially decreased especially among
high school graduates (from $145,000 to $115,000)
and among women with some college education (from
$223,000 to $154,000).

It should be noted that the proportion of married
women declined between 1994 and 2004, while the
proportion of divorced women increased, affecting
median wealth levels.

Median net worth excluding home equity also
increases with higher levels of education (Chart 7). In
2004, women aged 55—64 with a college degree had a
median net worth excluding home equity of $118,000
compared with only $5,000 among women without a
high school diploma. Over the past decade, median net
worth excluding home equity substantially decreased

for women aged 55-64 from about $48,000 in 1994
to $36,000 in 2004. The decrease occurred within all
education levels.

Pensions

Between 1994 and 2004, the proportion of older
women who ever participated in a pension plan dra-
matically increased, reflecting the increased lifetime
labor force participation of more recent birth cohorts
(Chart 8). In 2004, 63 percent of women aged 55—64
had participated in a pension plan during their work-
ing life compared with 52 percent of their counterparts
in 1994. In contrast, the percentage of men who ever
participated in a pension plan remained stable at about
75 percent, with a pension in both years.

Over the past few decades, there has been a
shift in the type of pension offered by employers
from defined-benefit only (in which a specified
amount is typically paid as a lifetime annuity) to
defined-contribution only (in which the amount of
future benefit varies depending on contributions and
investment returns). Both men and women experi-
enced a shift in the type of pension they participated
in during their working life. Between 1994 and 2004,
women having had both defined-benefit and defined-
contribution plans more than doubled from 16 percent
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Chart 6.

Median net worth of women aged 55-64 who report having assets, by educational attainment: 1994 and

2004
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Chart 7.

Median net worth (excluding home equity) of women aged 55-64 who report having assets, by
educational attainment: 1994 and 2004
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Chart 8.

Percentage of women aged 55-64 who ever had a pension, by pension type: 1994 and 2004
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to 34 percent. In contrast, the proportion of those with
only defined-benefit pensions decreased, and of those
with only defined-contribution pensions, the propor-
tion slightly increased.’

Social Security Benefits

Social Security retirement benefits as a retired worker,
or spouse of a worker based on age, are first avail-
able at age 62 on a reduced basis compared with the
amount available at full retirement age (65 to 66,
depending on birth year)."” Eligibility for disabled-
worker benefits at any age requires an inability to
work, recent employment (generally half of the past
10 years), and sufficient lifetime employment to be on
track for eligibility for retired-worker benefits.

Among women receiving Social Security benefits,
the percentage with their own earned-worker benefits
increased over the past two decades (Chart 9). The
proportion of beneficiary women aged 62—64 receiv-
ing retired-worker benefits increased from 48 percent
in 1984 to 56 percent in 2004, while those receiv-
ing disabled-worker benefits doubled from 8 percent
to 16 percent. This increase most likely reflects the
greater lifetime labor force attachment and earnings
of more recent cohorts of women. Increased insurance
for disability benefits from more work and earnings

may be particularly important because the majority
of women born during the Depression lacked current
insurance for disability before age 40, and at least a
third of them lacked insurance in later life (Mitchell
and Phillips 2001).

Retirement-age persons can also receive benefits as
a spouse or a survivor of an insured worker. Divorced
spouses can receive these benefits if the marriage
lasted at least 10 years. Between 1984 and 2004, there
was a drop in the receipt of spouse benefits and widow
benefits among beneficiary women aged 62—64. The
proportion of beneficiary women with spouse benefits
decreased from 23 percent to 12 percent, while those
with survivor benefits decreased from 21 percent to
16 percent. In addition to increasing eligibility for
worker benefits, there were marital changes with a
decline in currently married women and widows from
1984 through 2004."

The average benefits of current retired workers
aged 62—64 increased across 1984, 1994, and 2004
(Chart 10).12 Particularly notable is the almost 30 per-
cent increase in the average level of women’s benefits
between 1984 and 2004. In all three years, the average
of women’s benefits remained about two-thirds the
level of the average of men’s benefits.
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Chart 9.

Percentage of current beneficiary women aged 62—64 receiving Social Security benefits, by type of
benefit: December 1984, 1994, and 2004
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SOURCE: Annual Statistical Supplement to the Social Security Bulletin, 1986, Table 84; 1995, Table 5.A16; and 2005, Table 5.A16.

Chart 10.

Average retired-worker benefits for current

beneficiaries aged 62—-64, by sex: 1984, 1994, and

2004
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Health Insurance

In the past, many employers allowed employees to
continue their health insurance into retirement, either
as the standard group policy or as a supplement to
Medicare. The percentage of people with employer-
based retiree health insurance,? either through their
own employer or through their spouse’s employer,
varies by sex. In 2004, 42 percent of men aged 55—-64
had employer-based retiree health insurance compared
with 35 percent of women (Chart 11). While the per-
centage of men with this type of health insurance has
remained relatively stable, the corresponding percent-
age for women increased substantially from 20 percent
in 1994 to 35 percent in 2004.

Conclusion

While there has been much concern about the retire-
ment preparation of people approaching age 65,
women aged 55—64 today are better prepared in
several respects than their counterparts of the same
age 10 or 20 years ago. Women are much more likely
to be college educated. Over the past two decades,
labor force participation rates for all women, but
especially those aged 55—-61, have risen dramatically.
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Chart 11.

Percentage of people aged 55-64 with employer-
based retiree health insurance, by sex: 1994 and
2004
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NOTE: Employer-based retiree health insurance continues after an
employee leaves his or her job. The measure used here includes
former employees who have left their job and current employees
who expect insurance to continue after leaving. The measure also
counts coverage from a spouse's employer-based insurance that
continues after employment stops.

Because more women are working today than ever
before, they now are better able to contribute to their
own pension plans, earn eligibility for Social Secu-
rity worker benefits (disabled-worker benefits as well
as retired-worker benefits), acquire their own health
insurance, and build their own net worth. This is a
crucial development especially for the women who
are entering retirement without a spouse to share the
financial burden.

On the other hand, there are some indicators of
increasing risks for women approaching age 65. The
Government Accountability Office (2006) recently
highlighted risks from increased reliance on invest-
ments, the future solvency of Social Security and
Medicare, and the increases in health care costs. There
has been a decreasing prevalence of marriage and
rising prevalence of divorce. These marital changes
may reduce the social support for the aged. Increasing
longevity and life expectancy also increase the risk
of needing long-term care and of exhausting financial
resources. Although median net worth remained fairly
stable in the past 10 years because of a slight increase
in home equity, the value of other financial holdings
has declined. Women’s Social Security worker ben-
efits have increased. The increase in women’s pension

coverage is also beneficial, but is potentially offset

by the risks associated with pension income from
defined-contribution pensions that depend on invest-
ment success over a lifetime. On the other hand, the
risks faced by younger cohorts reaching age 65 may
be different from those faced by older cohorts, and our
analysis does not account for such dynamics.

Cohort comparisons from the selected measures of
potential retirement resources suggest further research
is needed. Differences across time for an age group
could reflect cohort differences, the impact of aging,
or the impact of changes across time periods. Because
these data are under-identified statistically, we can-
not distinguish the separate impact of cohort differ-
ences, the effects of aging, and time period changes.
Further, more integrative analyses that longitudinally
account for health, wealth, and family structure could
provide a more comprehensive indication of retirement
preparedness. The increased labor force participa-
tion of women could generate more equal earnings
patterns between men and women. Rising earnings
levels among more recent cohorts of women may
contribute to their increase in pension plan participa-
tion. Increased labor force participation of women
could increase pension coverage. Job shifts also could
affect pension coverage because pension coverage
by employers varies by occupation, industry, union
status, and type of employment (private sector, public
sector, nonprofit, and self-employed). Several fac-
tors could influence the increase in pension coverage
of women.

This analysis began with the question, “How will
future retirees fare in retirement?” It is impossible
to answer this question definitively because of the
dramatic changes that have occurred and an unknown
future. Projections of future income adequacy have
yielded mixed outcomes. Some have forecasted sharp
decreases in wealth for preretirees (Wolff 2002) or
sharply increased risks of not replacing preretirement
income for more recent birth cohorts (Munnell, Webb,
and Delorme 2006; Moore and Mitchell 1998). Others
have projected more optimistic outcomes for future
retirees (Scholz, Seshadri, and Khitatrakun 2006;
Engen, Gale, and Uccello 1999). One objective of this
article is to encourage more work in this critical area
to inform the field and perhaps shape future policy.

Microsimulations designed and supported by the
Social Security Administration suggest that baby
boomers will be better off than current retirees with
respect to real retirement income (per person) and
poverty rates (Butrica, lams, and Smith 2005; Butrica
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and others 2001; Toder and others 1999; Toder and
others 2002). These increases are statistically pro-
jected for most subgroups defined by marital status,
race and Hispanic origin, education, and lifetime
earnings levels. Nevertheless, SSA’s Modeling Income
in the Near Term (MINT) microsimulation model also
projects that some baby boomers will experience sub-
stantial reductions in income in retirement compared
with their preretirement levels. Economically vulnera-
ble subgroups include divorced women, never-married
men, persons of Hispanic origin, high school dropouts,
persons with the lowest lifetime earnings, and those
with limited attachment to the labor force.
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' The Federal Interagency Forum on Aging-Related Sta-
tistics is a collection of federal agencies that share a com-
mon interest in improving aging-related data. The Forum
has played a key role by critically evaluating existing data
resources and limitations, stimulating new database devel-
opment, encouraging cooperation and data sharing among
federal agencies, and preparing collaborative statistical
reports. For more information, the Forum’s report (2008b),
Selected Indicators of Retirement Resources Among People
Aged 55—64: 1984, 1994, and 2004, is available at http:/
www.agingstats.gov.

2The CPS contains sampled data. For a discussion of
sampling variability, see SSA (2006a, Appendix).

3 Statistical significance tests on reported estimates were
calculated using the SUDA AN statistical package, and only
significant differences are highlighted in the text.

4This article consists primarily of charts drawn from
data on well-being collected or sponsored by federal agen-
cies including the National Institute on Aging-Supported
Health and Retirement Study and the Census Bureau’s Cur-
rent Population Survey. Those and other federal agencies
participate in the Federal Interagency Forum on Aging-
Related Statistics (the Forum), which is a group of several
federal agencies involved in preparing or supporting statis-
tics on the aged. Tables of sampling errors are available on
the Forum’s Web site. As part of the Forum’s (2000, 2004,
2006, 2008a) activities, a periodic chartbook is produced on
the health and well-being of the aged (see http:/www
.agingstats.gov). For the most part, these chartbooks com-
pile information on the U.S. population aged 65 or older
using selected data from the Forum agencies. The full set of
charts and tables prepared by the Forum (2008a) agencies
is available at http:/www.agingstats.gov. The charts in this
article use weighted statistics.

>The age for full Social Security retirement benefits
is 65 for those born before 1938. The full retirement age
increases by 2 months for each birth year between 1938 and
1945, and it remains at age 66 for those born between 1945
and 1957 (SSA 2006a, Table 2.A17.1).

In 2004, the retirement earnings test (RET) reduced
benefits by $1 for every $2 earned above $11,460 in the
years prior to the year of reaching full retirement age and
$1 for every $3 earned above $31,080 in the year of full
retirement age for amounts earned in the months prior to
attaining full retirement age (SSA 2006a, Table 2.A29.1). In
1994, the RET reduced benefits by $1 for every $2 earned
above $8,040 at ages 62—64 and $1 for every $3 earned
above $11,160 at ages 65—-69 (SSA 2005, Table 2.A29).

"The income levels are set as a ratio to the poverty level
in the specific data period. Because the poverty levels are
inflation-adjusted, the median income levels are more con-
stant over time than would be observed with current-year
dollars.

8 The education-level distribution changed over time
(Chart 1). The wealth of married couples is divided in half
to create a per capita measure.

°If the focus was on current-job pensions rather than
pensions during the entire work life, a much higher pro-
portion of retirees would have only a defined-contribution
pension rather than both types of pensions.

"The Social Security age for full benefits gradually
increased from 65 to 66 for those born after 1937. This
change slightly reduced the benefits received in 2004 at
ages 62—65 for those born in the 1938—1942 period.

"' The worker beneficiary category includes eligible
workers who also receive spouse or widow benefits. Table 5.
Al14 (SSA 2005) indicates that the percentage of women
solely receiving benefits as wives or widows has been
declining over time. However, the percentage of women
workers who are also eligible for wife or widow benefits
(termed dually entitled) has increased substantially. Dually
entitled women receive their own worker benefits supple-
mented by the net amount of the higher auxiliary benefit.
Thus, auxiliary spouse or widow benefits continue to be
important to the majority of beneficiary women.

12Chart 10 displays the average retired-worker benefits
for men and women. In this chart, benefits of married
couples are not averaged or divided evenly between the
husband and wife of each couple, as was done for assets.

3 Employer-based retiree health insurance continues
after an employee leaves his or her job. The measure used
here is based on respondent reports of current or future
retiree health insurance coverage either from a former
employer or from a current employer. The measure also
counts coverage from a spouse’s current or former employer
that continues after employment stops.
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